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I (< o cusiness whose maln office
is already located in NI BN i -
manufacture; whose plant is also located in [ -

Heithar company is a "new" industry in the [N

community.

In addition Lo the above stated binse rents, eoch temint must pay
$_ per year in additional rent charges to cover taxes,
insurance, maintenance and capital reservea. Also, all the
tenancs may remaip on the premlses on & month to month agreement
following the expiration of the initlul lease agreemcnt.

Yuu sitoted tnat rental rates for thls type of spaze typically run
§3.5n ~ $4.25 per square foot. Accoerding to your projecced
bu,:.: for I, your gross rental income will be appraximately
SHHEEE. 3Boscd upon this gross rentul Inceme, you are charging
$4.2. per squarc foot. Estimated net incowme For M -il1 be

approximatcly $§

A an addltional activity you stated that your orgaenization is
aleo active in contacting prospective businesses and encouraging
theow to locate in the area. Hewever, youw have stuted you have no
brochures, pawnphlets, newvsletters, advertisements, or aay other
lictecvature concerning this activity nor have you provided any
description of how this activity is conducted. .

The only wembers of your crganization are your six members of the-
Board of Directors. According to your Ey-laws, these members
willl remaln the sole wmembers until efcther death, reslgnation, or.
removal by a vote of four members of the 2oard of Directors.

Section 501(c)(6) of the Internal Revenue Code provides for
exenmption of "buslnsss leagues, chambers of commerce, rcal estate
boards, boards of trade, or professlonal foocrball le4wguces
(whether or not administerin, a pénsion fund for football
players), not orpganized for profit and anv part of the unet
carnings of which inures fo the benz2fit of any private

v -

sharebolder or {udivicurl.
Sectfon .90l {c3(L)=-1 of income Tax Regulations reads 2s follows:

"BUSLNESS CHAMHBERS OF COMHLRCE, REAL ESTATE BOARDS AND
DUARDS OF A business Jeaguc ls an assoclation of persons
taving sore common business interest, the purpose of wvhich is to
promote cuch copwon intvrest and not to engage In a regular
business of 2 kind ordinarily carried on for profit. It is an
anizatlon of the sunc pgeneral class as a chamber of conmmerce
or board of trade. Tihus, its activities should ke directed to
the improverent of business conditlons of one or more lines of
businese as distingulshed “rom the performsnce of particular
services fo- lndividual persons. An organization vhose pucrrose
is to engage in a vegular busiress of a kiud ovdinarlly carrvied




on for profit, even though the business 1s conducted on a
cooperative basis or produces only sufficient income to be self-
sustaining, is not a business league. An assocation engaged in
furnishing information to prospective investors, to enable them
to make sound investments, is not a business ledgue, since its
activities do not further any common business interest, even
though all of {ts income is devoted to the purpose stated. A
stock or commodity exchange 1s not a business league, a chamber
of commerce, or a board of trade within the mecaning of section
501(c)(6) nnd 18 not cexcwmpt [rom tax. OUrganizations otherwise
exenpt from tax under this scction ure taxable upon thelr
unrelated business taxable income. See sections 511 to 515,
inclusive and the regulations thereunder.”

Rev. Rul. 70-81, 1970-1, C.B. 131, granted exempt status to an
organization that was created by a local chamber of commerce.

The purpose of the organization was to attract new industry to
the community. Appropriate sites were offercd to businesses at
low prices, sometimes at less than cost, in order to induce them
to locate in the community. The ruling held that the
anquisition, development and sale of industrial sites was
conducted in a manner designed to attract industrv to the ’
community and was not au activity of a kind ordinarily carried on

for profic.

Your organization differs from the organization described in Rev.
Rul. 70-81 in several respects. First, the amount of base rent
and additional rent that you charge is comparable to any other
com.'~recial enterprise. Secwund, your building is primarily used
ay a warehouse t)» store merchandise for two companies already
locatcd in I . It therefore cannot be said that you
are promoting the area as a whole by cont.~ting new industry to
Jocate in the area. You have not submitted any evidence that you
are attracting new industry to locate in the area. Third, you i}
are completely controlled by your six members who share no common
business interest and who will remain the sole members until
acath, reslgnation or removal by a vote of four members. Your
activitiea have the characteristics of a trade or business and
are not In furtherance of an exempt purpose. You are not
operating as a chawber of commerce or as a business league. In
additlion, j;our restricted wmembes .° *‘pr 1s outride the scope of

Scction 501 (c¢)(€).

W< bave concluded that you do not qualify for exeumption from
Federal Income Tax as -1 organization described in Section
501(c)(6) of the Intern.l Revenue Code. Accordingly, you arve
required to file Federal innome tax returns on Form 1120,
annually with your District Director.



If you do not agree with these conclusions, you may within 30
days from the date of this letter, file a brier of the facts, law
and arguments (in duplicate) which clearly sets forth your
vosition. Ia the event you desire an oral discussion of the
isesuwes, you should so indlicate in your submission. A conference
@111 be arranged 1in the Regional Office after you have submitted
your brief to the Chicago Digtrict Office and we have had an
opportunity to consider the brief and {t appears that the
conclusions rcached are still unfavorable to you. Any submission
must be signed by one of your principal officers. If the matter
is to be handled by a repreéescatatlve, the

Conference and Practice Requirements regarding the filing of a
power of attorney and evidence of enrollment to practice must be
met. We have enclosed Publication 892, Exempt Organization
Appeal Procedures for Adverse De:erminations, which explains in
detail your rights and procedures.

Please keep this determination letter in your permanent records.

If you agree with this determination please sign and return the
enclosed Form 6018.

ry truly yours,

District Director

Enclosures:
Publication 892
Form 6018



